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pr impair the confidence of investors in their belief that
they would continue to enjoy the benefits accruing to them
as a result of the initial enterprise shown by them in mak-
ing possible the starting and development of industries in
the country. The very idea that the State has accepted the
policy of nationalising of all industries raises the natural
suspicion in the minds of investors that any time when their
investment in industries has reached a stage where it would
compensate for the risk originally undertaken by them and
for the previous losses incurred, the State can take over the
industry. This suspicion is sufficient to frighten away fresh
capital going into industries.

7.   It is true that the Chairman's Memorandum refers
to a decision reached at the meeting of the llth February
that fair compensation will be paid where a private industry
is acquired by the State.   How that compensation would be
determined does not appear to have been seriously consider-
ed.   In any case the fact that the State can at any time
acquire a private industry would create an atmosphere of
uncertainty which would be reflected in the natural hesita-
tion that would be felt by the management of such indus-
tries in regard to their development and expansion,   It is
a matter of common experience that where private indus-
tries undertake expansion and bring in more capital, it is
usually on the basis of earning substantially large percent-
age on the capital employed in the business.   The ideas of
Government according to their standard of equity in regard
to the rate of interest that could be earned on the capital
employed  differ very  widely  from  those  who  actually
employ money in private industries.   For instance in the
new E.P.T. Bill, Government have fixed 8% as the maxi-
mum percentage to be allowed on additional capital employ-
ed in the business, though they were shown by actual
instance from a number of industries that extensions were
undertaken because the company management were satis-
fied that a much higher return could be obtained on the
capital employed.

8.    There is also another aspect of industries being
owned by the State.   The sub-committee takes it for grant-
ed that it is the intention of the N.P.C. to plan out on a
wide bads of mdtistrialisatioii in the country With the
"definite object of developing several big industries which
are at present lacking in India.   These big industries would

a capital outlay of many crores of rupees.   The
has also included witfein its terms of reference plann-